Chapter VI
LOANS

SO far as existing loans are concerned, provision can be
made in the constitution for making interest and sink-
ing fund payments and repayments of principal as a first
charge on the Consolidated Fund. As more than half the
national debt is held by Indians, it would be cutting one's
nose to spite one's face if action were taken by any Indian
Government which endangered the safety of holders of
Government securities or affected the credit of India in
any manner, and particularly so in regard to rupee
securities.

It is, however, stated that the British Government owes
a special responsibility to those who have invested their
money in sterling loans, as these amounts have been raised
by the Secretary of State under Acts of Parliament and
that had the investors any idea that at some future date the
British Government would hand over its responsibility to
an Indian Government, they would not have so readily
come forward to give those moneys to the Secretary of State.

This demand is said to be based on the ordinary rule
of daily life that if a person lends money to another on an
estate and he hands over the estate to some one else, the
creditor is entitled to ask for fresh or further guarantees.

It is further stated that the security of the investor in
sterling loans would be diminished if loans were raised by
the Indian Government in the future at extravagant rates.
For this reason it is not only necessary to secure the existing
sterling loans, but also to retain some control over the
raising of external loans in the future.

It is not suggested that the Indian Government of the
future would deliberately damage the credit of India in the